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FEDERAL REVIEW FINAL REPORT
EXECUTIVE SUMMARY

This report presents final results from Federal reviews of a nationally representative sample of
school food authorities (SFAs) conducted during Fiscal Year 1989. The reviews were conducted
in response to a provision of the Fiscal Year 1989 Agriculture Appropriations Act requiring the
Food and Nutrition Service to implement a pilot verification of school meal claiming procedures.

The pilot effort was prompted by recent Federal audits and administrative reviews that found
serious program deficiencies of a type and magnitude undetected by the State administered
review process--the Assessment, Improvement and Monitoring System (AIMS). In Fiscal Year
1988 AIMS reviewed nearly 5,000 SFAs and over 8,000 schools and established overclaims of
about $750,000. Federal reviews of 203 SFAs established claims of about $2.8 million in Fiscal
Year 1989.

Methodology and Sampling

The results reported in this report are drawn from a nationally representative sample of SFA’s.
While 203 SFAs were reviewed, 28 SFAs were private schools selected purposively for the
project. The remaining 175 SFAs are representative of nearly 15,000 public school SFAs. Within
SFAs, some schools (363) reviewed were selected randomly to contribute to findings that would
be nationally representative. Other schools (378) were selected with the purpose of testing a
method to identify schools likely to have an error. These schools are called focused schools.

All schools received a one day review of meal service operations. This review day was compared
to historical meal claim patterns, as well as to the number of free and reduced price applications

on file. Financial claims were established only in instances where reimbursements were made for
ineligible meals or meals served to ineligible children.

Review Results

One in four schools had an inaccurate meal count system; that is, the system used to count meals
on the day of review led to errors on the claim submitted for Federal reimbursement. Often,
these schools had systems that did not count meals at the point of service (at the end of the
serving line where a reimbursable meal can be identified). Examples of inadequate systems
include counts taken at the beginning of the serving line, tray counts, cash back-out
computations, and meals not checked for all food components. One in three schools had an
inadequate meal counting system (not all inadequate systems resulted in meal claim errors).

On the day of review, the accuracy of meal counts in focused schools was about the same as
schools selected for the national sample. However, problems in the focused schools were revealed
by comparing claims on the day of review to historical claiming patterns. For the month of
review, 44 percent of all focused schools claimed meals in excess of 95 percent of the number of
eligible free children. In 20 percent of the focused schools, claims for the month actually
exceeded the number of eligible children. In many of these schools, there was no adequate meal
count system in place. In these instances, FNS estimated the number of meals that should have
been served and made a claim based on the difference. Reconstructed meal counts were the
source of the majority of claims.

The next largest source of error was inaccurate or missing information on applications. Although
a significant number of claims were based on these problems, many of the claims are correctable,
and FNS has established a policy that claims will not be pursued if missing information is
obtained and it is determined that the child is eligible. Relatively small dollar errors were found
due to verification and claims consolidation.



Conclusions

Most schools and SFAs operate in the NSLP in an accountable manner. Although 78 percent of
the 175 public SFAs had errors that resulted in FNS establishing a claim, in many cases, the claim
was quite small, and was attributable to application error. Where serious breakdowns in counting
and claiming procedures occurred was predominantly in large districts, and eighty-six percent of
the $2.8 million in claims was assessed in large SFAs (30,000 students or more).

Reviews identified problem schools using a profile based on high free meal claim percentages

(the ratio of meals claimed to the number of eligible children). Federal reviews were cost
effective when targeted to these schools.
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INTRODUCTION

The Fiscal Year 1989 Agriculture Appropriations Act provided the Food and Nutrition Service
(FNS) with $5.2 million to implement an independent verification of school meal claims and to
conduct training programs for State and local school food service authorities to improve meal
counting and claiming procedures. The Appropriations Act Conference Report directed FNS to
conduct the pilot verification project (Federal review) using a statistically representative sample
of school food authorities (SFAs) and required the Agency to report to Congress on plans for the
system. FNS notified the Committee of initial findings from the Federal review activities in
reports dated May 9, 1989 and June 6, 1989. This report presents final results for Fiscal Year
1989.1

Organization of the Report

The report begins with background information and a brief history of events that led to the
creation of the pilot Federal review verification effort. This is followed by a discussion of the
factors that shaped the Federal review system design and implementation and a description of
the objectives of a review. Next the report presents review results from a nationally
representative sample of public school SFAs and public schools as well as review results from
schools selected because they were believed to have a higher likelihood of error. This is
followed by a description of claim amounts and an update on training efforts. The final section
of the report presents conclusions drawn from the review results. A short appendix describes the

procedures used to select SFAs and schools for review,

BACKGROUND
At the Federal level, FNS is responsible for the administration of all the Child Nutrition

Programs, of which the National School Lunch Program (NSLP) is the oldest and largest

The child Nutrition and WIC Reauthorization Act of 1989
(P.L. 101-147) requires the Secretary of Agriculture implement a
unified accountability system. This report focuses exclusively
on the results of the first year reviews and does not discuss the
implications of this legislation for Federal review.



program. In Fiscal Year 1989 the NSLP served approximately 22 million lunches each school

day in over 90,000 schools at a cost of $3.7 billion.

Within each State, the State educational agency, or a designated alternate agency, administers
the NSLP through agreements made with local schools or SFAs, States receive Federal
reimbursement and other assistance for establishing, maintaining, and operating the Program.
In States prohibited from administering the NSLP in private schools and other institutions, it is

administered by the FNS Regional Office.

Any public or private nonprofit school of high school grade or under is eligible to participate in
the NSLP. Eligible schools must agree to operate a nonprofit food service, meet nutritional
standards and follow a policy of nondiscrimination. Schools must also provide free and reduced-
price lunches to certain students based on income eligibility criteria derived from the Federal
poverty guidelines. Such students must not be overtly identified or discriminated against in any

manner.

State Review Efforts and the Need for Federal Review

As part of their total review requirements, States have primary responsibility for reviewing SFAs
and schools under the Assessment, Improvement and Monitoring System (AIMS). FNS
established AIMS in 1980 in a major effort to improve the overall management of the NSLP in
response to Congressional concern. AIMS requires that State agencies review all participating
SFAs over a 4 year period. SFAs are examined for their compliance with regulatory

requirements in four areas:

o approval procedures for free and reduced price meals;
0 free and reduced price meals claimed;

0 meal counting; and

1] meal pattern components.



From 1980 to 1988, all SFAs participating in the NSLP should have received at least two AIMS
reviews. Not all schools within an SFA are included in an AIMS review, and only about 10
percent of all schools across the nation were reviewed each year. Thus, the majority of schools
participating in the NSLP are reviewed only periodically and in large SFAs, some schools have

never been reviewed.

Historically, State conducted AIMS reviews have identified few problems in SFAs or schools
that resulted in significant dollar claims and recoveries.? In Fiscal Year 1988, for example,
AIMS reviewed nearly 5,000 SFAs and over 8,000 schools and reported establishing claims of

about $750,000. On average this is only $94 per SFA or per school.

In contrast, Federal audit and review efforts, conducted in districts suspected to have problems,
resulted in much larger claims and recoveries. In May 1987, the USDA’s Office of the Inspector
General (OIG) released a summary audit report of thirteen SFAs participating in the NSLP.
This audit found that in eleven out of thirteen SFAs and in 70 percent of the approximately 400
schools audited, problems existed with the integrity of meal! counts used to support claims for
NSLP reimbursement. Almost $2 million was recovered from the 13 audited school districts.
These audits prompted FNS administrative reviews which revealed similar problems in the areas

of counting and claiming.

A May 1989 USDA OIG review of 25 schools in the New York City SFA (distinct from FNS’
Federal review of New York) resulted in claims of $488,000 from 17 schools. The OIG claim
would have been greater if resource constraints had not limited the number of schools reviewed.
Although the audits and administrative reviews are not statistically representative of the NSLP

as a whole, they indicated that there were serious problems that AIMS was not addressing.

’prior to July 1, 1989, AIMS did not require fiscal action
on first reviews.



The findings of audits and administrative reviews are supported by aggregate program
information. Data from the National Evaluation of School Nutrition Programs II (NESNP IT),
an evaluation of a statistically representative sample of NSLP schools, revealed that over 22
percent of all schools claimed more free meals on a given day than there were children eligible

for free meals in attendance.

In response to review and audit findings, FNS instituted a number of regulatory changes to
improve AIMS under the banner "AccuClaim", On March 28, 1989 FNS published a final
AccuClaim rule that clarifies and standardizes school and SFA meal counting and claiming
requirements to ensure that reimbursement is claimed only for those reimbursable meals served

to eligible children. These program changes become effective July 1, 1989,

Even with the improvements to AIMS, the high incidence of error detected by third-party
reviews demonstrated the need for a greater Federal role in overseeing program operations.
Although direct responsibility for the operation of the NSLP in any individual State rests with
the administering State agency, FNS has overall responsibility for the integrity of the program.
FNS concluded that a direct Federal role was appropriate and that it would not duplicate
necessary State activities. As a result, FNS requested funding for Federal review activities in the
President’s Fiscal Year 1989 budget proposal. Congress responded by providing FNS with $5.2
million in the Fiscal Year 1989 Appropriations Act to improve meal counting and claiming

procedures.

Development of Federal Review

Federal review efforts in Fiscal Year 1989 were dictated by Congressional mandates and resource
constraints. The 1989 Agricultural Appropriations Act (P.L. 100-460) gave FNS two clear
directives: 1) review a nationally representative sample of SFAs and, 2) avoid duplication of
AIMS efforts. The requirement to review a nationally representative sample of SFAs was the

single most important factor in the design of Federal review operations. It meant that FNS had



to select SFAs using statistical sampling methods and largely determined the number of SFAs
and schools that could be reviewed (selection of SFAs and schools is explained in detail in

Appendix A).2

The advantage of a statistically valid sample of SFAs is that it enabled FNS to make nationally
.representative estimates of accountability problems in the NSLP. From the point of view of
devoting resources where problems were most likely to exist, however, there were a number of
disadvantages to statistical sampling. First, it required increasing the number of SFAs reviewed
so the sample size would be sufficiently large to produce reliable results. Second, it meant that
SFAs of all types and sizes had to be reviewed, including rural single school SFAs as well as
large urban districts. This precluded FNS from focusing review efforts on SFAs likely to have
problems. And finally, it also meant that some schools within SFAs had to be selected

randomly.

In order to review a sufficient number of SFAs, the number of schools reviewed within larger
districts had to be limited. FNS chose to review four schools in each SFA (or all schools if there
were fewer than four). An exception to the four school standard was made when the SFAs had
multiple schools claiming free meals in excess of the number of eligible children enrolled. All

schools within a district meeting these criteria were reviewed.

FNS received the approval for Federal review in September 1988 when Congress appropriated
funding. FNS developed a draft review form and handbook and tested these materials during 16
on-site school food service reviews. The test reviews were completed in December of 1988.
Revisions of the review form and handbook based on the test reviews were completed in January

1989. Training of regional reviewers was conducted in January and February, 1989,

3Increasing the number of schools reviewed per SFA would
have required decreasing the number of SFA reviews. This would
have reduced the validity of the results.
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Although FNS implemented the new system with great speed, the amount of time required to
design procedures, draft and review forms, and hire and train reviewers meant that full-scale
review efforts did not begin in earnest until the early part of March 1989. The close of the
school year and the need to provide results to reviewed SFAs while school staff was still present
meant that reviews had to be completed by May 31. After considering the time constraints and
the personnel available and the requirement to review a representative sample, FNS determined
that approximately 200 SFAs could be reviewed the first year. Each of the seven FNS Regions
was assigned 29 reviews, for a total of 203 nationwide. Table 1 shows the distribution of

Federal reviews by size and FNS region.

Although vast majority of school meal participants are in public schools, many private schools
offer the NSLP. In order to gain some insight on program operations in private schools FNS
reviewed 28 private schools, 4 in each region. For the most part these private school SFAs are
comprised of a single school. Because private schools were chosen purposively, they are not
representative of the private school population and the results of these reviews are not included

in any of the National estimates.*

This report focuses on the reviews of 175 public school SFAs, 25 in each of the seven FNS
regions. Because there are many more small SFAs, and because there was an interest in
comparing review results by SFA size, the sample design was stratified by size to ensure that a
sufficient number of medium and large SFAs were reviewed.® Forty-eight small SFAs
(enrollments of 3,000 or fewer students), 87 medium-sized SFAs (enrollments between 3,000 and

30,000 students) and 40 large SFAs (enrollments greater than 30,000), were selected for review.

‘It was not possible to construct weights for private
schools because FNS did not have a listing of all private schools
participating in the NSLP.

’ The Appendix on sample design describes the sample design
in greater detail.



Table 1

School Food Authorities (SFAs) Selected for Review
Weighted and Unweighted Counts of SFAs

Public Private
SFAs SFAs Total Public
Number of Public School Districts Selected Selected Selected and Private
Number of Students Per District: for for SFAs Selected
Region Public SFAs Less than 3,000 3,000 to 30,000 Greater Than 30,000 Review Review for Review
Mid-Atlantic 1,333 6 12 7 25 4 29
Mountain Plains 2,712 10 11 4 25 4 29
Midwest 3,397 10 11 4 25 4 29
Northeast 2,080 9 13 3 25 4 29
Southeast 1,114 3 13 9 25 4 29
Southwest 2,177 6 12 7 25 4 29
West 1,945 4 15 [3 25 4 29
Total 14,758 48 87 40 175 28 203

SOURCE: Federal Review Final Report, Food and Nutrition Service, U.S. Department of Agriculture, 1990.



Weights were constructed so that national estimates could be made based on the sample of SFAs.
The SFAs selected and reviewed are representative of the 14,758 public school SFAs and over

81,000 public schools nationwide which participate in the NSLP.

CHARACTERISTICS OF SCHOOLS REVIEWED

The 175 SFAs selected for review contained a total of 6,127 schools offering the NSLP (table
2). The majority of schools (82 percent) are in SFAs of small and medium-sized enrollments
(less than 30,000 students). From these schools, 741 were selected for review; 363 randomly,
243 as "focused” schools based on high free meal claiming percentages and 135 schools based on

6

other criteria.” The general characteristics of schools selected for review are described in this

section.

FNS examined the characteristics of schools selected for review and paid particular attention to
differences between randomly selected and focused schools. FNS was interested in finding more
efficient ways to target review resources on potential problem schools. The characteristics
examined included the type of school (elementary or secondary), school size, average daily
attendance, the average number of meals claimed per day, and the distribution of meals claimed

by price status (free, reduced price or paid).

School Type
The focused sample of schools had a significantly higher proportion of elementary schools than

the national representative sample (table 3). Fifty-seven percent of the randomly selected

SFocused schools were identified by claiming rates that
indicated that more meals may have been claimed than the actual
number served to eligible children. Elementary schools serving
free meals equivalent to 95 percent or more of the number of
eligible applicants during the review month were designated as
focused schools. For non-elementary the threshold was 75
percent,



Table 2

Public School Food Authorities and Schools Reviewed

Public SFAS Reviewed Public
Public Random Focused Other Total
Weighted Schools Reviewed Schools Schools Reviews
Number of
Number Number Schools Number of Number of Number of Number of
SFA Size of SFAs of SFAs in SFA Schools Schools Schools Schools
Small 48 11,822 35,350 105 4 14 123
Medium 87 2,801 31,454 178 67 103 348
Large 40 135 14,278 80 172 18 270
All Public
Schools 175 14,758 81,083 363 243 135 741

SOURCE: Federal Review Final Report, Food and Nutrition Service, U.S. Department of Agriculture, 1990.



Table 3

Distribution of Schools by Type

Random Focused

School Type Schools Schools
Elementary 58% 76%
Non-Elementary 42% 24%
Total 100% 100%
SOURCE: Federal Review Final Report, Food and

Nutrition Service, U.S. Department of

Agriculture, 1990.
Note: Random school information based on weighted

data. Tables are based on returns from 362
schools in 175 School Food Authorities.
Focused school information based on
unweighted data. Tables are based on
returns from 243 schools in 80 School Food
Authorities. The individual schools were
chosen as part of the "focused" sub-sample.
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schools were elementary compared to three out of four focused schools. The larger
proportionamong focused schools is partially due to the higher participation rates among
elementary school children. Although the focused selection criteria specified a lower claiming
threshold for non-elementary schools, the lower participation rates of children in middle
schools, junior high and high schools decreased their probability of being included in the

focused sample.

Enrollment

Focused schools had significantly larger enrollments than the typical school. The average
enrollment in a focused school (586 students) was 20 percent greater than the average for
randomly selected schools (488 students). Except for focused schools in large SFAs, the larger

the SFA, the larger average school size (table 4).

Average Total Meal Claims

The difference in the average number of meals claimed daily between the typical school and
focused schools was even greater than the difference in enrollment. Focused schools claimed
over 40 percent more meals daily (383) than randomly selected schools (266 meals). The
differences in the number of meals claimed cannot be explained by differences in size. On
average, focused schools claimed meals equivalent to 65 percent of the enrollment versus 55

percent in random schools.

Free Meal Claims

The higher proportion of meal claims to enrollment in focused schools is related to the
concentration of meals in the free category. Because children receiving free meals participate in
the program more frequently than those in the paid category, a higher ratio of meal claims to
enrollment would be expected in schools with larger concentrations of low-income children.

Nearly 7 of 10 meals served in focused schools were reimbursed at the free rate, in large SFAs,

11



Table 4

Enrollments and Average Daily Meal Counts

Randomly Selected Schools

Average Number of
Meals Claimed Per Day

Average Distribution of
Meals Claimed Per Day

Average
School Reduced Reduced
SFA Size Enrollment Free Price Paid Free Price Paid
Small
N=105 387 70 15 117 35% B% 57%
Medium
N=178 533 88 18 184 33% 7% 61%
Large
N=80 641 194 27 151 57% 7% 36%
All
Schools
N=363 488 99 18 149 38% 7% 55%
Focused Schools
Average Number of Average Distribution of
Meals Claimed Per Day Meals Claimed Per Day
Average
School Reduced Reduced
SFA Size Enrollment Free Price Paid Free Frice Paid
Small
N=39 451 168 32 120 52% 10% 38%
Medium
N=89 612 135 23 173 45% 6% 49%
Large
N=107 580 321 20 64 79% 5% 16%
All
Schools
N=235 586 268 21 94 69% 6% 25%
SOURCE: Federal Review Final Report, Food and Nutrition Service, U.S. Department of

Note:

Agriculture, 1990.

Random school information based on weighted data.

from 363 schoels in 175 School Food Authoritie: .

based on unweighted data.
School Food Authorities.

“focused" sub-sample.

12

Tables are based on returns

Focused school information
Tables are based on returns from 235 schools in 80
The individual schools were chosen as part of the



the ratio was 8 of 10. Random schools, in contrast, claimed 38 percent of total meals at the

free reimbursement rate and 55 percent at the paid rate.

The higher proportion of total meals claimed as free in focused schools is driven by higher free
participation rates. Table S compares the ratio of average daily free meals claimed during the
review month to the number of eligible children (as defined by the number of applications on
file). Note that this ratio is not adjusted for attendance. Schools nationwide claimed an
average of 80 free meals for every 100 free applications on file. Because focused schools were
selected based on high free claiming percentage, the mean ratio of .93 for these schools is not
surprising, in fact, 2 out of 3 focused schools claimed in excess of 90 meals for every 100 free

applications on file.

The combination of larger size, greater concentration of free applicants and higher rates of free
participation resulted in much higher free meal claims in focused schools. A focused school
served an average of 266 free meals per day compared to 99 free meals served in the nationally

representative sample.

Given the high proportion of free meals in focused schools it is not surprising that over half of
all focused schools (53 percent) claimed 75 percent or more meals in the free category. This

was true for only 12 percent of all random schools.

In summary, compared to random schools, focused schools were more likely to be elementary
schools, had larger average enrollments, claimed more meals relative to their enrollments and
claimed a much higher proportion of meals in the free category. As the next section shall show,
reviews of focused schools were also much more likely to uncover errors, particularly those

associated with meal counting and claiming.
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Table 5

Ratio of Average Daily Free Meals
Claimed to Eligible Children

SFA Size Mean SFA Size Mean
Randomly Selected Schoolsl Focused Schools?
Small Small

N=105 .80 N=4 .90
Medium Medium

N=177 .81 N=67 .87
Large Large

N=80 .80 N=172 .96
All Schools All Schools

N=362 .80 N=243 .93

SOURCE: Federal Review Final Reports, Food and Nutrition Service,
U.S. Department of Agriculture, 1990.

Note: 1. Weighted data. Tables are based on returns from 362

schocls in 175 School Food Authorities.

2. Unweighted data.

schools in 80 School Food Authorities.

Tables are based on returns from 243
The individual

schools were chosen as part of the "focused"” sub-sample.
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REVIEW FINDINGS

Both SFA and school-level operations were reviewed. The reviews gathered operational
information on the systems and procedures used in each SFA as well as checking the accuracy of
the information obtained. Reviewers observed operations on-site and inspected historical data
on file. Results from the reviews are presented in this report in the same order as the review

process: application, approval, verification, meal counting and consolidation.

Review Content
Federal reviews conducted during 1989 were structured to answer the following question: is the
SFA meal claim based on an accurate count of reimbursable meals served by category (free,

reduced price and paid) to eligible children? To do this the review examined five areas:

o application approval;

o application verification;

o meal counts;

0 required meal components; and
o claims consolidation.

Children are eligible and correctly certified for subsidized meals if they have submitted
completed applications which have been approved in the proper meal price category. The school
or SFA must verify a subsample of the applications to determine whether the information
submitted is correct. Meal counts should yield an accurate tally of reimbursable meals
(containing the required meal components) by price category (free, reduced price and paid)
without avertly identifying the individual children receiving free and reduced price meals.
Claims consolidation is the process whereby daily claims are aggregated to monthly claims and

school level claims are aggregated to SFA claims.
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Application Approval
In order to be approved for meal benefits, households are required to submit an application with

the following information:

0 the child’s name;

o the household name;

o the social security numbers of all adult household members;
o the signature of an adult member of the household;

o gross income by source; and

0 total gross income.

Recipients of food stamps or Aid to Families with Dependent Children (AFDC) are categorically
eligible for the NSLP. In order to participate they must submit an application with the

following information:

o the child’s name;
o the household’s food stamp or AFDC case number; and
0 the signature of an adult household member.

Application approval errors occur when applications with missing information are approved or
misclassified (students are approved for the wrong meal price status). Also included with
application errors are roster errors. Rosters are master lists of students, by their eligibility
status, which are often used to determine the payment status of children as meals are being
served. A correct roster is necessary to ensure that children receive the NSLP benefit they are
entitled to and schools claim the proper reimbursement. Roster errors occur when a complete
application is correctly approved, but the approved price status is incorrectly recorded on the
roster or there are names on the roster without supporting applications. Errors often occur when
rosters are not updated to reflect changes in eligibility status or the movement of children in or

out of a school.

16



In each school reviewed FNS examined 100 percent of the applications on file to determine
whether they contained all the required information and whether the proper eligibility status

determination was made.

The review of applications revealed errors among both the nationally representative sample of
schools and focused schools (table 6). Fifty-five percent of schools nationwide and 72 percent
of the focused schools were found to have applications with errors or missing information. This
problem was found in 8 out of 10 focused schools in large SFAs. Miscategorized applications
were found in 42 percent of the random schools and in 64 percent of the focused schools.
Again, schools in large SFAs were more likely to have miscategorized applications, both in the
random and the focused subsamples. Similarly, application roster errors were found in 41

percent of the random schools and in 58 percent of the focused schools.

Although the incidence of application errors was widespread, i.e., most schools had some,
systematic errors do not appear to be common.” A more detailed look at the potential sources
of application errors did not reveal areas where schools appeared to consistently have problems.
To some extent, schools, particularly in small SFAs, failed to obtain income by source on
applications and meal price status was mismatched with reported income, Also, there were

instances where applicants were not listed on school rosters.

The findings suggest that missing information on applications, such as the child’s name, AFDC
or food stamp case number, adult social security numbers, or incomplete rosters, characterize a
small number of applications at a relatively large number of schools. However, these errors

appear to be clerical in nature and limited in scope. Although there were instances of systemic

breakdowns of the application process and schools without applications on file, they were rare,

'Systematic errors occur when poorly designed procedures
result in errors, or good procedures are not followed and
frequent errors occur as a result.
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